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Pricing for Cultural Differences
The growth of emerging markets in re-
cent years has increased the opportunity 
to sell products internationally. How-
ever, pricers should do their homework 
while setting prices in new markets. 
Setting prices requires more consider-
ation than just margin, market share 
and sales targets in varying cultural 
regions.  Understanding customers and 
their cultures goes a long way to getting 
the price right, as the author explains. 
Paul Hunt is the president of Pricing 
Solutions and a frequent PPS contribu-
tor, instructor and presenter. He can be 
reached at phunt@pricingsolutions.com. 
He also writes a pricing column that 
appears monthly in the Financial Post 
(www.financialpost.com), where this 
article originally appeared.

The opportunity for brands and 
products to grow globally has 
never been greater. Asia, Lat-
in America, the Middle East 

and Russia are emerging markets for any 
product you can think of. So what does 
global growth mean for Pricing Manag-
ers? Setting prices requires more consid-
eration than just margin, market share 
and sales targets in each region. Under-
standing customers and their cultures 
goes a long way to getting the price 
right. Here are three key considerations 
when pricing for cultural differences.

Perceived value
Understanding what your customers 
value and cultural influences on product 
attributes are the keys to a good global 
pricing strategy. Consider these exam-
ples:

§ A toy manufacturer planned to reduce 
pack size while maintaining price. This 
toy is typically purchased as a gift and it 

was important for the manufacturer to 
understand how a smaller pack would 
impact sales during the critical holiday 
period. In Italy and Spain, consumers 
equate a good gift with a large package. 
Customers perceived the smaller pack as 
less valuable which would result in lower 
sales. Understanding the importance of 
pack size in the gift purchase decision 
allowed the manufacturer to decide be-
tween accepting the loss in sales and re-
ducing the price in Italy and Spain to re-
align the perceived value of the product.

§ In North America goods that are local-
ly manufactured are increasingly popular 
and usually priced at a premium because 
of the value placed on the local label. In 
China, the opposite holds true. A recent 
study in the infant nutrition category 
found that customers in China value 
international brands manufactured in 
North America. A premium price was set 
for the imported products over the do-
mestic competitors.

§ A new prescription pharmaceutical 
launched in Latin America, advertised 
the benefits of natural ingredients and 
was priced at a premium. Interestingly, 
customers in Mexico valued the natu-
ral ingredients and were willing to pay 
the premium price. However, in Brazil, 
customers placed less importance on the 
natural ingredients and the premium 
price resulted in lower sales. The lesson 
here is regional pricing isn’t always feasi-
ble but understanding cultural differenc-
es can help you accurately forecast sales.

Discounting
Figuring out the optimal depth, frequen-
cy and timing for discounts is a chal-
lenge for most pricing managers. Con-
sidering cultural differences only adds to 
the challenge.

§ For example, a premium brand in 
women’s fashion is sold in Canada and 
Germany with very different discount-
ing strategies. In Canada the brand com-
petes in a discount-driven environment. 

Customers don’t just hope for a sale, they 
expect one. A 20% discount is just an 
alert to wait a few weeks for the price to 
drop to 50% off. However, in Germany, 
a hi-low promotion strategy is uncom-
mon. The brand maintains a consistent 
everyday pricing strategy that reflects 
their premium offering. The Canadian 
business would like to replicate the Ger-
man strategy, but realizes that this is un-
realistic and that they are better off im-
plementing a balanced strategy — lower 
everyday prices but use fewer discounts 
to maintain brand image and effective-
ly use discounts only for end of season 
clearance to meet Canadian customers’ 
expectations.

Pricing Psychology
Pricing for cultural differences goes be-
yond pricing strategy. You also need a 
good understanding of cultural tradi-
tions and behaviors.

§ Consider the importance attached to 
certain numbers in the Chinese culture. 
The number 8 is a number that signi-
fies good luck and good fortune whereas 
the number 4 signifies bad luck. A pric-
ing manager could use this insight to 
make sure price endings are set not just 
to achieve the highest margin but also to 
prevent negative perception of the prod-
uct because of its price.

§ Buying behavior is another consid-
eration. Some cultures consider a price 
tag to be the starting point for negotia-
tion and some consider it set in stone. In 
cultures where negotiations are expected 
it is important to know the lowest price 
you are willing to accept and the size of 
the discount the customer requires to 
feel like he got a good deal. These two 
pieces of information will allow you to 
set a price with room for negotiation to 
make the customer happy while main-
taining your profit margin.

Businesses looking to price smart should 
account for cultural differences or risk 
being disappointed by sales results.




